SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board
Author: Ortiz Analyst: Roger Lackey Bill Number: SB 1980

Related Bills: See Prior Anal ysis Telephone: 845-3627 Amended Date: 05- 03- 2000

Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: FTB Permt the Director of the Departnment of Social Services to |nspect
Returns of G oup Honme Licensees

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X introduced 02-25-2000.

X FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED _02-25-2000 STILL APPLIES.
X OTHER - See comments below.

SUWARY OF BILL

This bill, as it affects the departnment, would require the Franchi se Tax Board
(FTB) to permt the Director of Social Services (DSS) to inspect the incone tax
returns of a group hone |licensee where the Director has determ ned there is
reasonabl e suspicion that the |icensee has comritted fraud that could be

val idated by specific and identified tax information.

This analysis will not address the bill’s other changes regardi ng group hone
providers, as these other changes do not inpact the FTB.

SUWARY OF AMENDMENT

The May 3, 2000, amendnents added the requirenent that no earlier than three
years fromthe date that requested information is provided to the DSS, FTB nust
notify the group hone licensee that this information has been provided to DSS.
The bill requires the notice to describe the information provided by FTB to DSS.

Except for the amendnent descri bed above, the remni nder of the departnent’s
analysis of the bill as introduced February 25, 2000, still applies. The
unresol ved i npl ement ati on consi derations, along with a new concern related to
this amendnent, are provi ded bel ow

| npl enent ati on Consi derati ons

The bill would require the departnent to devel op a new type of notice.
Since DSS could request different information for each group home, the
noti ce would have to be tailored for the specific information provided.
However, assum ng the nunber of requests by DSS would not be |arge, the
i npact of providing this information and sending notices to group hone
licensees is not expected to be significant.
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The bill contenplates referral of allegations of fraud by group hone
providers to a unit within the Ofice of the Attorney General (AG for
further investigation and prosecution. The bill does not authorize

di scl osure of tax return information to the AGin connection with referra
and investigations of fraud as contenplated by the bill. The disclosure of
tax return information fromthe Director of DSS to the Ofice of the AG
woul d be a violation of the state’s existing disclosure | aws.

The bill would permt the Director of DSS to inspect the incone tax returns
of a group hone |icensee where it has been determ ned, based on reasonabl e
suspicion, that a group hone |licensee has cormmitted fraud. “Reasonable
suspicion” is not defined. Many crimnal investigations require a show ng
of “probable cause” that a crine has been commtted. It is not clear how
“reasonabl e suspicion” under the bill differs from “probabl e cause.”
POSI TI ON

Pendi ng.



